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J. G. PORTEOUS, Q.c. 
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J. G. PORTEOUS, Q.C., Secretary 
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Clarkson, Gordon & Co. 
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Bankers 


The Royal Bank of Canada 


Head Office 
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TO THE SHAREHOLDERS: 


Reduced volume and lower selling prices combined to make fiscal 1970 a very difficult period 
for our Canada Flooring Division, which a good year at Supreme Mattress was only able to parti- 
ally offset. For the year we incurred an operating loss of $222,718 on consolidation, but it should 
be noted that $198,014 of this occurred during the first half, as reported in the interim statement. 
Working capital continues at a satisfactory level at $1,245,011. 


Canada Flooring Division 

The declining trend of residential construction continued almost to the end of our fiscal year, 
and created an intensely competitive market situation. To deal with this problem, it became ex- 
pedient to close the plant for three weeks in the first half, and an intensive programme of cost 
reduction was implemented. Recent publicity given to the increase in housing starts needs to be 
qualified, in that the figures are heavily weighted with subsidized and low-cost housing, and the 
sectors to which we cater are improving much more slowly: indications are that this improving 
trend will continue through the year, but that the total available market for our products will be 
far below the average of the preceding five years. 


The year 1970 was also very difficult for the furniture industry, which inevitably affected the 
results of our lumber department. Nevertheless, our services to the lumber-consuming industries 
were expanded, and further development of this business is being aggressively pursued in order 
to materially strengthen our industry position, and to achieve greater utilization of our existing 
facilities. 


Montreal Parquetry Floors Division 


This division is comprised of the former Canada Flooring contract department, plus the long- 
established specialty flooring business associated with the Montreal Parquetry name. Operating 
now as an independent division, it has expanded considerably, and installs a broad range of floorings. 
At the time of writing, we already have a larger volume of contracts on hand than we had for the 
whole of last year. 


Supreme Mattress Division 


Sales of this division were up substantially in 1970, in spite of it being a poor year for the 
furniture industry, and profit margins were well-maintained on average. A year ago we mentioned 
that a limited range of upholstered furniture was being introduced, and we are pleased to report 
that trade reception of this has been excellent, and that the line is being steadily expanded. Much 
will depend upon the state of the Quebec economy, and consumer purchasing attitudes generally, 
but the outlook for the current year is encouraging. 


Zodiac Plastics & Chemicals Division 


Although it only started operating in October 1970, we consider the preparation and launching 
of this new division to be one of the favourable highlights of the past year. A part of the warehouse 
formerly occupied by Canada Flooring has been converted into a plant moulding expanded poly- 
styrene roofing insulation, and sales to date have exceeded expectations. The first need is to con- 
solidate our position with the initial venture, but we look forward to considerable future growth 
and product/market diversification through this division. 


Personnel 


During the past year there were numerous changes in our staff and their responsibilities, and a 
special note of appreciation is due to all our employees for their loyalty and industry through 
a difficult period. 


F. H. Gopin, 


President. 


Montreal, January 21, 1971. 
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ZODIAC LTD. AND ITS SUBSIDIARIES 


CONSOLIDATED STATEMENT OF EARNINGS 
For the Year Ended October 31, 1970 
(with comparative figures for 1969) 


INetsales 60.5 oo rece ee re a do Aer a 


Cost of sales, operating, selling and administrative 
CxpGNSCS | cu. =. ee ee 


Earnings from operations before depreciation and 
fmancial charges... 6,2 jake See eee 


Depreciation and financial charges: 
Depreciation. | 0... c4, cake Cae ee eee 


Amortization of discount and expenses on 
long-term debt ...0c55 coc eae 


Interest on short-term debt............... 


Interest on long-term debt............ 


(Loss) earnings before income taxes and extra- 
ordinary items......... 


Income ‘taxes (note: 71) 25 oso oe eee 


(Loss) earnings before extraordinary items ...... 


Extraordinary items: 
Loss on disposal of fixed assets (net)........ 


Profit on purchases of debentures for cancel- 
lation. 2 6. Scat. ck ee a 


1970 
$7,144,398 
6 ,908 ,626 
235 ,772 
174,470 
10,914 
70,832 
202 ,274 458 , 490 
(222,718) 
(9,128) 
(213 ,590) 
22,486 
5 , 750 (16, 736) 


$ (230,326) 


1969 
$7,688 , 219 
7,041,897 
646 , 322 
147,698 
12,718 
31,907 
179 576 371,899 
274 ,423 
274 ,423 
25 507 25 507 


$ 299,930 


ZODIAC LTD. AND ITS SUBSIDIARIES 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 
For the Year Ended October 31, 1970 
(with comparative figures for 1969) 


Source of funds: 


Ss GEOR oh OUST rr ene 
Add expenses not requiring a cash outlay — 
Ee ON cee er Dnt Pena Re EER SERA apy et 


Amortization of deferred charges 


Mreresse 1) long-cormmrdebt.. os ess Su bab Oh ee Ne cee poe es Hee eee 


Deferred income taxes of a subsidiary 


MERU TC La NGI AT OS, iy 5 hd Boer he od ayes ewig ee soe we ees 


Application of funds: 


AMET ORMEMOSV COE aio. 2 een ras ath; Ae Poe nee OR ee Oe oe oe ee 


Deduct expenses not requiring a2 cash outlay — 
eri at rie eRa LD) s Cm Bh eae bene tes ik ate Sly ds 
Amortizanon of Geterred charges. "0... se es Pee 


Purchases of fixed assets (met)... 6.5 6c oe bee eee dee: Ne tg AE 
Peer ane OL POOd Wilt) os oP Gat. bien Sauer RTA & aye se Rae aa Rn hls 
educcion otdone-terimn Gebts co. 636 feces gate eee oes bbu ee des 
Prcreane i Cererred GUArges 5 6 Pe ek ee ee i ed Fas me we ee 


Reduction of deferred income taxes 


Pe piciber ricer ae: 9 Ge ae Se oh. aR BRO ERO Re eee of. 


Working capital at beginning of year 


Working capital at end of year 


eta) Wales ele) ie ella eet tell se i. ere 


1970 1969 
$ $ 299,930 
147 ,698 
. 12,718 
; 460 , 346 
as 393 ,000 
236 , 322 
100 ,000 
1,189 , 668 
230 , 326 ea 
174,470 a 
10,914 ne 
44 942 — 
147,290 903 ,048 
21,196 188 ,957 
69 ,376 174,998 
_ 13,908 
9,128 = 
291,932 1,280,911 
291 ,932 91,243 
1,536 ,943 1,628 ,186 
$1,245,011 $1,536,943 


ZODIAC LTD. 
6 (Incorporated under the laws of Quebec) 
AND ITS SUBSIDIARIES 


ee 


CONSOLIDATED BALANCE SHEET 
(note 1) 


October 31, 1970 
(with comparative figures for 1969) 


ASSETS 


Current assets: 


Accounts receivable: 9).4.050.64 da a a a ee ee 
Inventories of finished products, raw materials and plant supplies (note 2). 
Income taxes receivable... 3.0755. se. dee ae ee 


Prepaid expenses... 005.0 Syst Bae ee ee 


Total current assets: s4¢4004.5.050 Oe ee eee 


Fixed assets (note 3): 


Land, buildings, machinery, equipment and vehicles............ 


Less accumulated depreciation. ..._....04.)2.-52> one 


Deferred charges: 


Long-term debt discount and expenses, at cost less amortization 


Goodwill, at cost 


Signed on behalf of the Board, 


F. H. Gopin, Director 


KENNETH Dong, Director 


1970 


$ 46,881 
1,105 ,873 
1,556,704 

2,880 
88,196 


2,800 ,534 


5,408 963 
2,358,121 


3,050 , 842 


36,178 
210 ,153 


$6 ,097 , 707 


1969 


$ 116,316 
1,187,839 
2,160,727 

23 ,303 
84,406 


3,572,591 


5,511,802 
2,433,781 


3,078 ,021 


47 ,092 


188 ,957 


$6 , 886 , 661 


LIABILITIES 


Current liabilities: 


MMP AES (MOLOIANN E86 ans DPE TE SLs w Vane dwban idee tea 
Accounts payable and accrued charges.................00.000-00-- 
RE EE aOR IAA OE WR 5 Lhe As is lh ie Yeh ig weeded o Hae ds dow igub ard & 
Parrons portion of long-term debt:......0. 0.60. 2.00 Feb bec ue eos cnnnwn 


oe Current Ha plivies: ©). eee. Cee eee 
MnrteTOCUL (NGG D) i508 |. 6s ihc wh ly ex ice ew tes SHS Hs bo Reads 


REE BICCONCC LON OS Ai oo ly hg lel era IAL nig A debe gs <a wise oe i 


Shareholders’ equity: 


Capital stock (note 6)- 
Issued and outstanding: 
Aa OGD class GA sharee cts » dd uctldok edircus an were eal! si 
BOO MUO CHING 33," SHAVES. ois Shoe etna ee aoe) Breet alt 


erocowaas earnings (dence). Od Gn a Re Sabie Be ee, he 
Excess of appraised value of certain fixed assets over cost (note 3).... 


rial SUaTeNOIGRTS \CGUILY ck. i, gs akon etd Atlee Bs peek 


AUDITORS’? REPORT 


To the Shareholders of 
ZopiIac LTo.: 


1970 


$ 735,000 
638 ,274 
138 , 869 

43 380 


1,555,523 
2,615,461 


227 195 


567,450 
105 ,000 


672,450 
432,847 
594,231 


1,699 ,528 


$6 ,097 , 707 


1969 


$ 910,000 
945 ,246 
137,558 

42,844 


2,035 ,648 


2,684 ,837 


236 , 322 


1,815,840 
300 , 000 


2,115,840 


(780 , 217) 
594,231 


1,929,854 


$6 , 886 ,661 


We have examined the consolidated balance sheet of Zodiac Ltd. and its subsidiaries as at October 31, 1970 
and the consolidated statements of earnings, retained earnings and source and application of funds for the year then 
ended and have obtained all the information and explanations we have required. Our examination included a general 
review of the accounting procedures and such tests of accounting records and other supporting evidence as we con- 


sidered necessary in the circumstances. 


In our opinion and according to the best of our information and the explanation given to us, and as shown 
by the books of the companies, these consolidated financial statements are drawn up so as to exhibit a true and correct 
view of the state of the affairs of the companies as at October 31, 1970, and the results of their operations and the 
source and application of their funds for the year then ended, in accordance with generally accepted accounting prin- 


ciples applied on a basis consistent with that of the preceding year. 


CLARKSON, GORDON & CO. 


Montreal, Canada, 
December 17, 1970. 


Chartered Accountants. 


ZODIAC LTD. 


AND ITS SUBSIDIARIES 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


For the Year Ended October 31, 1970 
(with comparative figures for 1969) 


Deficit at beginning: of year: 623... <3.547 2. See ee ee eee 


Deduct: 


Net: (loss): earnmegs' for the year)... . 2 6 Acca 6) ene ee 
‘Transfer from contributed surplus. “6.42, See 


Reduction of the par value of class ‘‘A”’ and class ‘‘B”’ shares applied 
against. .deficit.(note 6). oo fag See cs ee ee 


Retamed earnings (deficit) at endiot year... 2. ee 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
October 31, 1970 


I. 


Consolidation 


$ 432, 847 


1970 1969 
$ 780,217 $1,117,807 
(230 , 326) 299 , 930 
=e 37 ,660 
1,443 ,390 nde 
1,213,064 337 ,590 
4 $ (780,217) 


The accounts of all subsidiary companies have been included in the consolidated financial statements. 


Inventories 


The inventories are made up as follows: 
Finished products, valued at the lower of cost or realizable value... . 
Raw materials, valued at the lower of cost or replacement value..... 
Plant: supplies; valued: at: cost...) Jas 2 ee 


Fixed assets 


1970 


$ 458,224 
948 , 436 
150,044 


$1 ,556 , 704 


1969 


$ 610,113 
1,367 ,398 
183 ,216 


$2,160,727 


Most of the land is carried in the accounts at appraised values. These values amounting to $1,346,000 
were determined by Canadian Appraisal Company at August 31, 1963. The excess ($594,231) of 
these values over cost is classified as part of shareholders’ equity. The remainder of the fixed assets 


are valued at cost. 


Bank loans 


The accounts receivable and inventories have been pledged against the bank loans. 


Secured long-term debt 


9% Mortgage payable maturing June 15, 1974, repayable in monthly 
instalments of $9,618, capital and interest, and the balance of ap- 
proximately $975,000 on June 15, 1974. 


7% Mortgage payable maturing July 31, 1979, tepayahied in Soe ae in- 
stalments of $43,750, capital only, from July 31, 1972. 


8% Mortgage payable maturing October 15, 1971, repayable’ in quarterly 
instalments of $5,500; capital only... 7) = ae ee 


744% Mortgage payable maturing April 1, 1970. . 


Carried Forward 


1970 


$1,056 , 841 
350 ,000 
22 ,000 


$1, 428, 841 


1969 


$1,077 ,837 
350 ,000 


43 ,000 
1,844 


$1,472,681 


1970 1969 


Brought Forward $1,428 ,841 $1,472,681 
Unsecured long-term debt 


6%% Convertible debentures, series ‘“‘A’’, maturing June 15, 1974 (with 
the covenant to purchase for cancellation, in each calendar year up to 
1973, $25,000 of such debentures provided they can be purchased at 
a price not exceeding their principal amount) after deduction of 


$108 ,000 of debentures purchased but not yet cancelled.......... 1 , 230 ,000 1,255 ,000 
2,658 , 841 2,727 ,681 


Less instalments shown in current liabilities......................00. 43 ,380 42 ,844 


$2,615,461 $2,684,837 


Instalments on long-term debt in each of the five years subsequent to October 31, 1970 are as follows: 
1971 — $ 43,380; 1972 — $66,700; 1973 — $68,900; 1974 — $2,265,100; 1975 — $43,800. 


6. Capital stock 
On May 6, 1970 the Company obtained supplementary letters patent changing its capital stock as follows: 
a) The par value of the class “‘A’’ shares was reduced from $4.00 to $1.25 per share which resulted 


in a reduction of $1,248,390 in the paid-up capital of the 453,960 class ‘“‘A”’ shares outstanding. 


b) The par value of the class ““B” shares was reduced from $1.00 to $0.35 per share which resulted 
in a reduction of $195,000 in the paid-up capital of the 300,000 class ‘““B’’ shares outstanding. 


c) The total sum of $1,448,390 resulting from the above mentioned reductions was applied against 
the deficit of the Company. 


After taking into account the aforementioned changes, the authorized capital stock of the Company is 


as follows: 
2,500,000 class “‘A”’ participating shares, preferred non-cumulative 
dividend of $0.24 per year, par value $1.25 each....... $3 , 125 ,000 
300 ,000 class ‘‘B’’ shares, with 5 voting rights per share, par value 
SUG PACE oe Bich irae Pear eae Cee brs ea a Sig eRe. SUR 105 ,000 


$3 , 230 ,000 
During the year, the Company granted options to purchase 50,000 class ‘‘A’”’ shares at the price of $1.25 
per share while options to purchase 20,000 class ‘‘A”’ shares expired. 


At October 31, 1970, the Company had reserved 257,121 class ‘“‘A’’ shares for the exercise of options 
and for the conversion of the 644% convertible debentures, series ‘‘A”’ as follows: 


Number 
of shares Price Expiry date 
ERAS 5. ieee ek eee oe ge a RS RR eens 3s 50 ,000 $25 October 31, 1975 
+O VOrsiOTl OF EVENLULCS ee. co eens ue OE om ene = 207 121 6.46 June 15, 1971 
257,121 


*From June 16, 1971 to June 15, 1974, the debentures will be convertible into 166,833 class “‘A”’ shares at $8.02 
per share, 


7. Income taxes 


No income tax was payable in respect of the net earnings for the year 1969 as a result of the carry-forward 
of losses of prior years. 
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ZODIAC LTEE 


STATISTIQUES POUR LES 8 DERNIERES ANNEES 


1963 1964 1965 1966 1967 1968 1969 1970 
Mente et Me ee Sens ce $4,399 592 $5,418,908 $6,194,493 $6,798,243 $7,918,633 $6,953,857 $7,688,219 $7 , 144,398 
Moins Dépenses..............-. 4,004,333 5,005,530 5,719,636 6,235,091 7,190,096 6,306,396 7,041,897 6 ,908 ,626 
Bénéfices brut d’exploitation...... 395 , 259 413 ,378 474,857 563 ,152 728 ,537 647 , 461 646 , 322 235 ,772 
Moins: Dépréciation............ 69 , 268 70 ,040 115 ,061 148 ,891 143 ,627 120 ,600 147 ,698 174 ,470 

terete: 2 hte. ee os 17 ,866 103 ,629 935 137 261 ,073 239 ,353 206 ,559 211,483 273,106 
Amortissement........... = 3,900 11,671 11,125 14,277 11,796 12,718 10,914 
87 ,134 177 ,569 361 , 869 421 ,089 394 ,257 338 ,955 371 ,899 458 ,490 
Bénéfices (pertes) d’exploitation 
A VAM DO 0 ee eal cava > 308 ,125 235 , 809 112,988 142,063 334 , 280 308 ,506 274 ,423 (222,718) 
Investissements: 
Dividendes & Intéréts acquis . — Hoyool 76 ,968 21,403 465 — a = 
Profits (Pertes) sur Ventes (y 
compris réduction de certains 
placements)... ......s3a.--. — 45 , 239 118,156 ( 2,484,769) 22,774 41,530 25 ,507 ( 16 , 736) 
98 ,576 195,124 ( 2,463,366) 23 , 239 41,530 25 ,507 ( 16,736) 
Bénéfices nets avant impét....... 308 ,125 334 , 385 308,112 ( 2,321,303) 357,519 350 ,036 299,930 ( 239,454) 
Impét sur le Revenu............ 149 ,336 112,569 68 , 700 68 ,000 — — — ( 9,128) 
Bénéfices nets (Pertes)........... $ 158,789 $ 221,816 $ 239,412 ($2,389,303) $ 357,519 $ 350,036 $ 299,930 ($ 230,326 
Bénéfices (Perte) par Action: 
(GLEE Se" Ie RP tes, 32¢ 40¢ 43¢ ($3 .38) 59¢ 58¢ 51¢ (40 ¢) 
Clise Da. eee ee 8¢ 16¢ 19¢ ($3.14) 35¢ 34¢ 27¢ (16 ¢) 


Bénéfices (Déficit) avant Amortis- 
sements par Action: 


(Cash Flow): 


Fa. ae en 41¢ 50¢ 60¢ ($3.16) 80¢ 76¢ 72¢ (10¢) 
lage SE ice ake Sess 5 + pes a7 ¢ 26¢ 36¢ ($2.92) 56¢ 52¢ 48¢ cae 
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SIX MONTHS 


CONSOLIDATED STATEMENT OF EARNINGS 
io N For the Six Months Ended April 30, 1970 
LEBEL, 


(with comparative figures for 1969) wy 


1970 1969 


(Subject to Audit) 


N@tC7 Sales yr... ociewicis wiste ocieuciecs eo steberecaia $3,722,584 $3 02h, 328 
e-. -ODSeTACING = EXpenseS.2-2. 2 ee wae 3,670,754 3.3.23, 886 : 
Operating Protit.. i 3. cacao catss ewe. 51,830 303,435 
Depreciation and Amortization...... 1027035 65,100 
interest. ExpensSeG:s 0. .4.< oc ste co's e biececls 147, 809 102, 293 
Earnings (Loss) from Operations.... (198, 014) 136, 042 
OENEE = LNCOMG. 2 sos cienc os cisinie oo eee 5750 67329 
Net? Earnings (L0ss) 2 362-cai see ee ee (192, 264) 142, 367 
WOoxrksng Capital: oc. ciocs <i 3-00 o keicletars 1,315,497 1 4707 ,616 
Shareholders’ Equity... :...%:..c<e-s- Li 7378590 1,665,472 


Earnings (Loss) per Share --- 
ClasE oA” aici cs (30¢) 25¢ 
Clase st Brice cto ee he (18?) 13¢ 


The adverse first half results are attributable to 
the impact of a further severe decline in housing construction 
on our Canada Flooring Division. 


The rate of growth at our Supreme Mattress Division 
is currently being maintained. Improvement at Canada Flooring 
must await an up-turn in housing and apartment starts which 
officially are down 43.2% in the first five months of 1970. 
Results for the second half should show some improvement, but 
no early turnaround can be predicted. 


Zodiac Ltd. | 
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